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KEY ECONOMIC INDICATORS: ZAIRE 


All values in millions of USS Exchange rate: US $ = .85 zaires 
unless otherwise stated. 


Percentage Change 
1975 "74-"75 "75-'76 


PRODUCTION 
GDP (constant 1970 prices) 2240. 
Copper (1000 metric tons) : 495. 
All minerals index (1970 = 100) ‘ 114. 
Agriculture index (1970 = 100) ; 106. 
Manufacturing index (1970 = 100) ; 118. 


MONEY, CREDIT AND PRICES 
(in millions of zaires) 
Money supply 
Net credit to government 
Net credit to business 
Consumer price index (1970 = 100) 


GOVERNMENT BUDGET 

(in millions of zaires) 
Receipts 
Expenditures 
Deficit 


BALANCE OF PAYMENTS AND TRADE! 
Total exports (FOB) 
Total imports (CIF) 
Balance of trade (+ surplus, 
- deficit) 
Balance of payments (+ surplus, 
- deficit) 


EXTERNAL PUBLIC DEBT? 
Total Debt outstanding at 


beginning of year 
Total payments due 


Service payments as 
% of exports 13 24 27 


11976 figures for Money, Credit and Prices and Balance of Payments are 


Embassy estimates. 


2 
One zaire equaled US$2.00 until March 12, 1976, when the official rate was 
adjusted to one zaire = one SDR = about US$1.15. 


3public debt figures are based on IBRD data for loans issued before December 31, 


1974, and do not take into account the "Paris Club and London Agreements". 


Included undisbursed. 





SUMMARY 


Zaire enjoys one of Africa's most promising long-run economic potentials. 
Over the years U.S. businessmen and bankers have invested substantial sums 
in Zaire and until recently US-Zairian trade had grown steadily. Zaire, 
however, moves into the second quarter of 1977 facing uncertain short-run 
economic prospects. There are no signs of an early end to an economic 
slump that began over two years ago when the price of copper, Zaire's 
principal export earner, plunged. Reduced export earnings and an in- 
creased debt service burden have restricted imports, leading to falls in 
real GDP over the past two years. Zaire is taking steps to improve export 
performance and to relieve its debt service burden through agreements with 
its creditors. Export prospects in 1977 are improved somewhat by high 
prices for Zaire's agricultural exports, especially coffee. However, the 
invasion of Zaire's economic heartland, Shaba Province, by dissidents 
associated with the 1960-1963 Katanga secession casts new uncertainties 

on economic prospects. Overall, the outlook is for continued economic 
stagnation over the next year. 


Notwithstanding Zaire's current difficulties, U.S. companies are maintain- 
ing their presence in Zaire and in many cases are actually increasing 
their investments. In addition, the U.S. Government is maintaining a pro- 
gram of short-run import assistance together with longer-run development 
programs in agriculture and health. Zaire's principal donors and the 
World Bank (IBRD) are expected to meet with the Zairian Government in 1977 
to coordinate a long-term strategy of assistance to Zaire. While Zaire's 
present problems have dimmed short-run prospects for greatly increased 
U.S. sales and profits, the U.S. will play an important role in helping 
Zaire along the path of economic recovery. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Low Copper Prices Restrict Imports and Growth 


Zaire's economy is in the throes of a slump that began over two years ago 
when the price of copper, Zaire's principal export earner, fell from a 
1974 high of about $1.40 per pound to a 1975 low of $0.52 per pound. 
Prices continued to be depressed throughout 1976. As a result, Zaire's 
export earnings plunged, the country quickly exhausted its foreign 
exchange reserves and imports were slashed. Reduced imports have brought 
scarcities of fuel, spare parts and new capital equipment which has in 
turn constricted production. Real gross domestic product fell by 6.1 per 
cent in 1975 and then dropped another 1.0 per cent in 1976. Although Zaire's 
export prices have improved somewhat (copper was $0.66 per pound on 
April 8, 1977), chances are that over the next year Zaire's exports and 
imports will continue to fall short of optimal levels, with the result 
that the economy will continue to stagnate. 


Debt Service Obligations Rise 


Imports have been held back not only by reduced export earnings but also 
by the fact that an increasing portion of these earnings must now be used 
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to pay external debt service obligations. As a portion of export earnings, 
public debt service payments due have risen from three per cent in 1970 

to between 25 and 30 per cent in 1976. By 1975 the Government had begun 
to fall behind on some payments and in 1976 sought relief through re- 
scheduling and refinancing agreements with its public and private creditors. 


The "Paris Club Agreement" of June 1976 establishes a framework for re- 
scheduling 1976 maturities and 1975-1976 arrearages on payments owed to 
or guaranteed by public lenders. In one form or another, the agreement 
will probably be extended to cover 1977 maturities as well. The "London 
Agreement" was reached between the Zairian Government and a number of its 
private bank creditors in November 1976. It calls for Zaire to become 
current on its interest and principal payments owed on private syndicated 
bank loans and to reach agreement for a new stand-by loan with the Inter- 
national Monetary Fund (IMF). When this is done, the participating banks-- 
led by Citibank--are to seek to raise $250 million in new credits for 
Zaire. If fully and promptly implemented, the London Agreement would 
provide substantial relief for Zaire. 


IMF Program Holds Key to Economic Recovery 


Most observers believe that Zaire's implementation of a new IMF stabili- 
zation program will be the key to Zaire's economic recovery. The new 
agreement, which is expected to be formally announced in April or May 1977, 
will build on a 1976 Stand-by Agreement with the IMF, but will require 
tougher economic and financial reforms. The Zairian Government will in- 
stitute strict controls on spending in order to reduce the government 
budget deficit from 310 million zaires in 1976 to 160 million zaires in 
1977 (one zaire equals $1.15). Public salaries will be frozen and in- 
flation is to be cut from 80 per cent to 30 per cent. Zaire will also 
undertake to reduce its balance of payments deficit. The IMF will monitor 
Zaire's performance in implementing these reforms and will provide--on a 
phased basis--new stand-by credits. 


Agricultural Exports Should Grow 


Prospects for successful implementation of the IMF stabilization program 
are improved by better prospects for Zaire's export agriculture. This 
sector has long been neglected and deteriorated further in recent years 
when many plantations and agro-industrial complexes were taken over by 

the Government. Now, however, the Government has placed a high priority 
on agriculture and has invited some of the former expatriates and owners 
of nationalized companies to come back and resume management and partial 
ownership of their former businesses. These policies, assisted by current 
high prices for agricultural crops, should reap increased export earnings 
in 1977. To take one example, Zaire produces about 80,000 tons of coffee 
a year. At present prices of over $3.00 per pound, coffee exports could 
theoretically bring annual export revenues in excess of $0.5 billion, far 
more than the $55 million earned from coffee exports in 1975. To take full 
advantage of the present bull market for coffee and other agricultural 
crops, Zaire will have to improve marketing and transport facilities. 





Shaba Conflict Could Harm Economy 


Zaire's success in implementing economic reforms will undoubtedly depend 

on the outcome of events in the Shaba region where forces identified as 
ex-Katanga gendarmes have invaded and seized several towns in the south- 
eastern corner of the region. At this point, the invaders have not pene- 
trated the copper belt and production has not been seriously affected. A 
protracted conflict, however, would probably have an effect on production 
and export performance, particularly if the conflict spreads to the copper 
belt itself. Shaba is the center of Zaire's minerals industry and provides 
about two-thirds of the country's foreign exchange receipts. 


U.S. Investments Continue Notwithstanding Difficulties 


Zaire's economic difficulties have undeniably dimmed short-term prospects 
for greatly increased sales and profits in Zaire. Nevertheless, many 

U.S. companies are not only maintaining their stake in Zaire but are 
actually increasing their investments. MIDEMA, a local flour mill 
largely owned by Continental Grain, has plans to increase its production 
capacity by 50 per cent. Goodyear is considering expanding the capacity 
of its local tire factory. Gulf Oil, a 50 per cent partner in a con- 
sortium producing offshore oil, will, with its partners, probably invest 
$25 million to install a water injection system to maintain the pressure 
in its wells. Both Mobil and Texaco are in the process of resuming direct 
operation of their investments in Zaire's oil distribution industry after 
a three-to-four year hiatus during which this sector was under government 
control. SMIF, a copper mining consortium with about one-third U.S. 
ownership, is continuing to spend considerable sums maintaining its par- 
tially completed installation in Shaba while it attempts to raise financ- 
ing for cost overruns. Constructeurs Inga-Shaba, a consortium of two U.S. 
firms, is continuing work on a $0.5 billion transmission line that will 
connect Inga Dam with the minerals producing area of Shaba, nearly 1,200 
miles away. 


IMPLICATIONS FOR THE UNITED STATES 


Despite the fact that Zaire has adopted an investment code with generous 
tax incentives for new investment and should be attractive for companies 
with long-term interest in capturing African markets or materials sup- 
plies, it is anticipated that the only substantial investment that will 
be made here by American firms in the near future will be by already 
established companies. Most of the foreign investment ventures that have 
been announced in Zaire during the past year are insured or financed by 
foreign governments for aid or domestic economic reasons. Substantial 
private investment by new-to-market firms unsupported by foreign govern- 
ment guarantees is not expected to be undertaken during the next couple 
of years for several reasons. First, because of the lack of confidence 
in the business climate following the attempt to Zairianize foreign-owned 
enterprises and the slow progress of retrocession of the affected busi- 
nesses. Secondly, because the foreign exchange controls required by the 
country's stabilization program make repatriation of earnings impossible, 
and the procurement of imported raw materials, equipment and spare parts 
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erratic at best. Thirdly, because infrastructure outside of the Kinshasa 
area is weak and consequently production costs are high. It is not likely 
that either the transportation or communications systems in the country 
will improve dramatically in the short run. 


Areas of investment that are worth investigating at this time and should 
pay well in the long run are agriculture, particularly palm oil, cotton 
and rubber; stock and poultry raising; food processing; and manufacturing 
for import substitution. Investors with the long view should be aware 
that the Zairian Government has granted monopoly markets to manufacturers 
who are able to supply market demand. 


During the next couple of years, American exports to Zaire will in most 
cases be confined to equipment and supplies purchased under international 
tenders and financed by international finance institutions, raw materials 
and spare parts financed by U.S. Government balance of payments loans, 
machinery and supplies financed under U.S. and other bilateral aid proj- 
ects and equipment purchased by foreign exchange earning sectors of the 
Zairian economy. 


World Bank financed projects are concentrated in the areas of road and 
port building, agriculture and school construction. Current projects 
approved to date have a total IBRD input of $29 million and projects 

under consideration for Zaire represent an additional estimated IBRD in- 
put of $78 million. In addition, IBRD provides primary support for the 
Zairian development lending institution, SOFIDE, which is expected to loan 
more than the equivalent of $11.5 million to private industry in 1978. 


Balance of payments assistance purchases vary with the changing needs of 
local industry, but past patterns have divided the available aid roughly 
60 per cent for spare parts for parastatal transportation companies, 
primarily rail and air, and 40 per cent for private industry, primarily 
raw materials for the tire, battery and automobile assembly industries. 
U.S. balance of payments aid for FY-1977 will be $16.4 million, plus an 
additional $14.9 million in PL-480 agricultural product imports. 


The announcement early this year of $1 billion in economic aid from Arab 
to sub-Saharan African states also means an increase in the resources of 
the African Development Bank, another international institution which has 
provided financing for infrastructure development in Zaire. Since the 
U.S. joined the Bank in 1976, American suppliers are now eligible to bid 
on tenders offered by the Bank, and the Embassy will be following closely 
new projects approved for Zaire by that institution. 


The principal U.S. bilateral aid project confirmed for Zaire in the coming 
fiscal year is a corn production and marketing project which will be 
carried out over a six year period. It is estimated that the project will 
spend $1,350,000 on vehicles and road rehabilitation materials and equip- 
ment and an additional $500,000 on housing materials and communications 
equipment. A fisheries project, which plans to spend about $127,000 on 
outboard motors, fishing nets and tackle, and automotive repair equipment, 
is also underway. It is also estimated that about $780,000 will be spent 
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for trucks and four-wheel drive vehicles, soil research equipment, pre- 
fabricated warehouses and warehouse equipment, and garage equipment in 
connection with two additional projects which have been proposed for the 
coming year. 


Although most other aid projects financed by third countries in Zaire are 
tied to purchase of products produced in the lending countries, U.S. 
companies will get a spin-off from inputs they provide. For example, a 
Canadian project to expand the timber industry in Zaire is expected to 
finance $40 million in timber equipment purchases, of which 65 per cent 

of the input must be Canadian. American companies with affiliates or sub- 
sidiaries in Canada will be providing inputs for the timber machinery 
purchased through that loan. 


Equipment purchases by private industry in Zaire will not be determined 

so much by need, which is great and pervades every industry, as by the 
availability of foreign exchange to purchase replacement equipment and 
Spare parts. Most Zairian companies have no equipment purchasing plans 
because they have no guarantees that the foreign exchange they require 
will be available to them. However, it can be reasonably expected that 
foreign exchange earning-export industries (mining, timber and coffee) 
will make most of the machinery purchases'in the next two years. The 
mining sector, particularly the parastatal copper mining company, Gecamines, 
which has embarked on a $500 million expansion, will continue to be the 
leading purchaser of American equipment. The timber industry, which is a 
potentially large foreign exchange earner,can be expected to reprovision 
itself slowly through the 10 per cent of its own foreign exchange earnings 
which it is allowed to retain. Likewise, the coffee industry, and through 
it, peripherally, other agricultural enterprises, will also be able to 
purchase equipment and supplies with the retained 10 per cent of its 
foreign exchange earnings. Although the recent stampede to develop coffee 
production here has all the investment planning of a gold rush, earnings 
and infrastructure development generated by coffee producers can be ex- 
pected to spill over into other areas of agricultural production. Trans- 
portation equipment will also continue to be a good seller, but since the 
major part of the transportation industry in Zaire is state owned and 
operating at a loss, major purchases will probably be generated only 
through the international organizations and bilateral aid mentioned above. 


In sum, the short-run prospects for American investment and trade in 
Zaire are not bright, but those who look to the long term should lay the 
groundwork now if they expect to compete with well-established European 
interests for the market. The American stake in Zaire is already con- 
siderable. Private companies have invested approximately $200 million 
here. U.S. lenders, public and private, may have as much as $800 million 
in outstanding loans to Zaire. There is no doubt that American capital 
will continue to play an important role in the country's economic 
development. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


market 
research 


tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





